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Restoring Public Finances

Due to the relatively small scale of Taiwan' s budget, concepts
such as means-testing and differential pricing are incorporated into
policy design to <control aggregate expenditure. For instance,
retirement pensions and healthcare insurance premiums are determined

based on different income levels.

Although Taiwan has a long track record of maintaining low deficits
and low debt, however, the unfavorable demographic structure,
particularly the rapidly aging population, remains a major concern for
fiscal soundness i1n Taiwan. Over time, this will place increasing
pressure on both the pension and healthcare systems. To maintain the

fiscal soundness, the government has rolled out some measures.

One example is about Public Service Pension Fund. To ensure its
long-term sustainability, the Legislative Yuan passed related Bills in
December 2022. The primary amendment 1s that, starting from July 1,
2023, the pension plan for newly employed public servants and public
school faculties will be a Defined Contribution Plan (DC) instead of
a Defined Benefit Plan (DB), and the government should subsidize the

deficit of the pension funds. To support this, the government injected
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NT$20 billion into the fund in 2024, and the amount will increase to

NT$29.4 billion in 2025.

Another 1s about the National Health Insurance system. Health
insurance expenditures have been rising annually due to the aging
population. To ensure the sustainable operation of the system, the
Ministry of Health and Welfare previously increased the health
insurance premium rates in 2021. In addition, it allocated NT$24
billion and NT$20 billion to National Health Insurance Fund in 2023
and 2024, respectively. For 2025, an allocation of NT$33.5 billion has
been made to ensure stable operation and financial soundness of the

system.

Empowering Public Understanding

One of the biggest challenges Taiwan’ s finances face is the public
perception that the government 1s very wealthy and will never go
bankrupt. To address this, the Taiwanese government set a National Debt

Clock to remind citizens that the government 1s not actually rich.

The National Debt Clock displays information about the central
government’ s debt, including the amounts of long-term and short-term
debt, as well as the average debt per person. This helps people
understand that each individual carries a portion of the national debt.

Additionally, the legislative Yuan often uses data from the National
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Debt Clock to supervise government spending. From this perspective,

the parliament may be one of empowering public understanding.

Moreover, borrowing 1s generally discouraged in our culture. People
tend to believe that excessive borrowing—especially for consumption
rather than investment—is not advisable. As a result, when we explain
to the public or elected officials that government debt must be kept

under control, they are more likely to accept the 1idea.

Budget Offices and Line Ministries

In Taiwan, our budget system is known as the "amount system." Each
ministry 1s required to plan 1ts budget for the following year within
a specified limit based on the current year s budget. For example,
when a ministry prepares its 2026 budget, the spending ceiling is based
on 1ts 2025 budget amount, minus some completed projects and plus some

newly approved important projects.

To accommodate new projects, each ministry should re-examine all
existing programs and budget allocations, and terminate those that are
non-performing or unnecessary. This approach reflects the spirit of

zero-based budgeting.

However, 1f a ministry needs to propose new projects that cannot

be accommodated within 1ts spending ceiling, 1t must submit a proposal
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that exceeds the ceiling to the budgeting office. In Taiwan, the
budgeting office i1s the Directorate-General of Budget, Accounting and
Statistics (DGBAS). The DGBAS reviews all projects whose budgets exceed
the spending ceilings, evaluates whether they align with the Executive

Yuan’ s major policies, and provides opinions to the Premier.

In other words, ministries do not have the right to approve budgets
that exceed their spending ceilings. Such decisions are made by the
Premier, with the DGBAS serving as a bridge between the ministries and

the Premier.

On the other hand, the Ministry of Finance will estimate the tax
revenue. Finally, the DGBAS will calculate the maximum budget limit
based on the estimated tax revenue and the annual borrowing cap (15%
of the annual expenditure), so that the Premier can make decisions on

projects whose budgets exceed the spending ceilings.
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